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The president insists that by 2018, social security payouts to retirees will begin to exceed the 
amount ofmoney that comes in from payroll taxes and, from there on, benefits will be 
endangered. This crisis will affect the whole economy by raising taxes each year, cutting 
benefits, or increasing government borrowing. Each of these scenarios will be examined 
using the Classical Model to understand their full macroeconomic effects. Suggestions will 
then be made based upon these results to help more clearly define the upcoming crisis in the 
Social Security system. 
